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[Appearing below is a summary of a manuscript by Claudia Stevenson M., titled "The Relationship
Between Foreign Aid and Income Distribution in Colombia." Stevenson M. is a graduate student
in urban and regional planning, University of Iowa (Iowa City).] The Colombian experience with
income and wealth inequalities, foreign debt crisis, and deterioriating living conditions in the
past decade was similar to other Latin American nations. In addition, the government was forced
to contend with high levels of violence, result of a guerrilla war, drug trafficker vengeance and
self-protection campaigns, and paramilitary vigilante group activities. In the 1980s and early
1990s, government policy priorities have included economic growth, inflation reduction, trade
liberalization, attracting foreign investment, raising export revenue, physical infrastructure
upgrade and expansion, military defense, anti-drug efforts, and alleviation of poverty. Over the
past decade, protectionist measures were gradually removed. The only remaining areas prohibited
to foreign investors are waste disposal and national security. At present, foreign investors have
access to domestic capital markets, and can repatriate profits of up to 100% of invested capital.
Restructuring efforts have been focused on the domestic manufacturing and marketing sectors to
improve competitiveness. Investment in transportation infrastructure was focused on facilitating
foreign trade. Official strategy during the 1980s to reduce poverty can be summarized as raising
poor households' productivity and income, and improving their access to key social services.
The government sought to implement this strategy by shifting resources from capital intensive
projects to social welfare programs. In October 1991, President Cesar Gaviria announced a "peaceful
revolution" plan aimed at continuing and expanding poverty alleviation. Objectives of the threeyear plan were to lift 4 million of the 13 million poor above the poverty line, eliminate illiteracy, and
expand basic sanitation services. Program cost is estimated at US$6 billion; half the funding is to
derive from external sources. Role of foreign financial assistance Although Colombian foreign debt
and economic management since the 1970s is considered to have been more prudent than other
Latin American nations, Bogota has not received preferential treatment from multilateral financial
institutions and foreign commercial banks. Most of the loans obtained by Colombia in recent years
with the exception of programs focused on agriculture were aimed at funding capital intensive
projects rather than social welfare needs. Over the past two decades, the government's biggest
investments were made in energy and water management projects. Electricity generation and
distribution account for more of the public sector foreign debt than any other type of investment.
World Bank loans approved in the last four years of the 1980s, and national budget proportional
allocations by sector for the 1986-1990 period demonstrate government priorities. World Bank
loans by program type, 1986-1989 (US$ millions) 1986 1987 1988 1989 Total Agriculture & 364.0 0.0
15.0 78.2 457.2 development -Irrigation & 114.0 78.2 192.2 drainage -Growth-oriented 250.0 250.0
adjustment & reduction of ag. market distortions -Agricultural 15.0 15.0 credit Population, health
36.5 0.0 0.0 24.0 60.5 & nutrition -Community child care 24.0 24.0 & nutrition -Access to basic 36.5
36.5 services Transportation 104.8 180.3 0.0 55.0 340.1 -Highways 62.0 180.3 242.3 -Port facilities
42.8 42.8 upgrade & expansion -Rural access roads 55.0 55.0 Potable water & sewer 0.0 0.0 150.0
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0.0 150.0 systems Electricity grid 171.0 0.0 300.0 0.0 471.0 Small-scale business(1) 0.0 0.0 0.0 100.0
100.0 Totals 676.3 180.3 465.0 257.2 1,578.8 (1) The small-scale business project appears in World
Bank discussion paper, "World Bank Lending for Small and Medium Enterprises," but not in the
Bank's annual report. Source: World Bank Annual Reports, 1986-1990. Distribution of public sector
investment, 1986, 1987-1990 1986 1987-1990 (actual) (planned) Social infrastructure 14.3 % 26.8
% -potable water & sewers 5.3 9.9 -education 4.5 7.0 -health & nutrition 4.5 9.9 Energy 50.3 34.1 electricity 25.7 17.6 -petroleum 20.0 14.6 -coal 4.7 1.9 Physical infrastructure 19.7 28.3 -transportation
16.3 19.7 -communications 3.3 8.6 -agriculture 1.0 10.0 Other 14.7 0.7 Source: World Bank Country
Study, 1991. Government spending averaged around US$5 billion per year. At an average US
$395 million per annum, World Bank loans were equal to about 8% of the federal government's
budget. Projected World Bank loans over the 1990-1994 period demonstrate a shift in emphasis from
agriculture and capital- intensive projects to export promotion, manufacturing sector restructuring,
and government administrative reforms (including privatization of state-run companies). World
Bank loan projections, 1990-1994 (1) (US$ millions) 1990 1991-1994 Total Agriculture & rural 75.0
260.0 335.0 development -rural development 75.0 75.0 -agricultural credit 200.0 200.0 -technology
transfer 60.0 60.0 Transportation 260.0 260.0 -highways 200.0 200.0 -Bogota transport 60.0 60.0 system
Electricity 0.0 200.0 200.0 Public sector reform 304.0 304.0 Industrial restructuring 200.0 100.0 300.0
Municipal development 60.0 60.0 Export development & 0.0 300.0 300.0 trade reform Pollution &
flood control 0.0 200.0 200.0 Totals 639.0 1,320.0 1,959.0 (1) At the time of publication, loans for 1990
had been approved, and loan requests for the 1991-1994 period were under consideration. Source:
Colombia Today, 1991. In 1987 through 1992, US Agency for International Development (AID) loans
to Colombia focused on anti-drug efforts and military aid. U.S. AID loans, 1987-1992 (US$ millions)
1987 1988 1989 1990 1991(1) 1992(1) Anti-narcotics 11.6 9.8 10.0 20.0 29.5 50.0 aid Military aid 0 0 0 71.7
29.5 60.3 Total 11.6 9.8 10.0 91.7 59.0 110.3 (1) Approved for FY1991 and FY1992. Source: U.S. Overseas
Loans and Grants. IN Latin America Regional Report. Impact of foreign financial assistance Between
1980 and 1989, long term foreign debt increased 14.25% per year. By the end of the decade, the total
was US$15.273 billion. As indicated in the table below, the debt grew at a faster pace than GDP,
exports and imports, and per capita GDP. Average annual growth rates, selected macroeconomic
indicators, 1980-1989 GDP 1.14 % Export income 2.78 Import spending 4.79 Long term foreign debt
14.25 Per capita GDP 0.87 Sources: World Bank Development Report, 1985, 1990, 1991; World Bank
Debt Tables, 1987. Certain features of Colombia's overall social welfare "performance" in the 1980s
were positive. The following table shows that the inhabitant-physician ratio and the infant mortality
rate between 1983 and 1989 improved. Nutrition, measured in terms of average number of calories
consumed per day, was practically unchanged in the seven-year period. Social welfare indicators,
1983 & 1989 1983 1989 Inhabitants/physician 1,710 1,240 Infant mortality rate 53 38 Daily caloric
intake 2,551 2,561 According to the 1990 World Bank Development Report, however, Colombians'
real mean income dropped by 11% between 1978 and 1988. For the poorest 10%, the income decline
was over 20%. Research by Colombian economists shows that the number of people below the
poverty line dropped in the 1973-1985 period, and then increased between 1986 and 1990. Income
distribution in the late 1980s became more unequal. Urdinola (1991) attributed the reversal of
poverty alleviation indicators to the government's anti-inflation policies implemented after 1985.
The gap between living conditions in rural and urban areas continues. Recent statistics indicate that
only 24% of rural residents have access to potable water supplies, 8% to sewer services, and 46%,
secondary level schools. Meanwhile, 94% of the urban population has access to potable water, 87%
to sewer services, and 70%, secondary schooling. About 30% of World Bank loans were channeled
to agriculture in 1986-1989. Imports of agricultural, fish and forestry products, and of agricultural
©2011 The University of New Mexico,
Latin American & Iberian Institute.
All rights reserved.

Page 2 of 3

LADB Article Id: 062257
ISSN: 1060-4189

inputs increased an average 1.11% per annum in 1983-1988. Over the same period, agricultural,
fish and forestry product exports declined an average 2.8% per year. Meanwhile, participation of
the agricultural sector in GDP dropped by 17%. Productivity of agricultural land in the 1983-1988
period increased by 1.61% per year. Prices received by farmers rose at effectively the same rate as
input prices. World Bank loans to the government for agriculture apparently did not contribute to
increasing Colombian self-sufficiency in foodstuffs, nor to the reduction of farm production costs.
Final remarks Ocampo (1990) points out that significant product price reductions are not likely
outcomes of price deregulation and trade liberalization. Concentration of domestic industry, in
fact, is expected to increase. The World Bank, International Monetary Fund, and foreign financial
sources in general support trade liberalization. Meanwhile, local business owners face a shortage
of affordable financial resources for investing in new technologies that would enable them to cope
with foreign competition. Such tendencies will hardly contribute to the reduction of poverty and
income distribution inequities. At present, the government is attempting to finance social welfare
programs by contracting foreign loans. This option seems to be contradictory since in the future
government officials may feel obligated to cut social services in order to make debt service payments
on the same loans. Bibliography Colombia Information Service. 1988. "Colombia's Development
Plan, 1989-90." Colombia Today, 23:11. ___________. 1990. "The Colombian Economy in 1990."
Colombia Today, 25:6. ___________. 1991. "Foreign Financing of Development Projects in Colombia."
Colombia Today, 26:7. Gilbert, Alan. 1990. "The Provision of Public Services and the Debt Crisis
in Latin America: The Case of Bogota." Economic Geography, Vol. 66 (October). Latin America
Regional Weekly Report, July 18, 1991. Latin America Weekly Report, July 18, 1991. ___________.
October 31, 1991. Meller, Patricio. 1989. "Criticisms and suggestions on the cross-conditionality of
the IMF and the World Bank." CEPAL Review, No. 37, 67-77. Ocampo, Jose Antonio. 1990. "Import
Controls, Prices and Economic Activity in Colombia." Journal of Development Economics, 32
(April), 369-387. Urdinola, Antonio. 1991. "Los Niveles de Pobreza." El Tiempo, October 13. World
Bank. 1985, 1990, 1991. "World Development Report." World Bank Publication, Washington, DC.
___________. 1990. Colombia: Social Programs for the Alleviation of Poverty. A World Bank Country
Study, Washington, DC.
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